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KEY ECONOMIC INDICATORS 


All values in millions of U.S, $ unless otherwise stated ny Zychange rate as of August 27, 1974 
Data for end of period unless otherwise indicated U.S. $1.00 = 57,374 pesetas 


B C D E 
1973 Z Change 1974 Z Change 
1973/72 (B/A) (in most 1974/73 (D/Same 
recent month) Period 1973) 


EMPLOYMENT 
GNP at Current Prices (12/74) A/ 45,919.6 62,24 
GNP at Constant 1964 Prices(12/74) A/ 27,647.8 33,14 
Per Capita GNP, Current Prices (Dollars)(12/74) a/ 1,336.2 1,78 
indices: 7 
Indust. Prod, (1962=100)(4/74) B/ : 335.3 +10.7 ‘ +16.6 
Wages (1967=100)(2/74) 8/ ; : 233.6 +19.6 ; +20.4 
investment in Plant & Equipment 
(1962=100)(4/74) B/ 290. 318.1 
Retail Sales-Dept. Stores (1963=100)(5/74) 8/ 679.2 865.2 
Employment (1000 persons) C/ ' : N/A 
Avg. Unemployment Rate (5/74) C/ Bs 1.2% 2h 
Steel Prod, (1000 tons)(4/74) B/ J 10, 489.8 3,688.4 
Cement Sales (1000 tons)(4/74) 8/ 9,594. 22,238.0 7,596.0 
New Car Registrations (Units )(5/74) B/ 06,699, 595, 176.0 254, 754.0 
Electric Power Consumption (Ni1.KWH)(5/74) B/ 69, 412.0 32, 066.0 


9.7(est) +22.0(2) 
8.3(est) + 7.9(2) 817, + 5,0(2) 
3.1(est) +33.4(2) 71. +21.7(2) 


HONEY AND PRICES 
21, 745.0 24,304.0 
Private Bank Credit (3/74) C/ 24,877.2 36,074.8 37,547.8 
Public Debt Outstanding D/ — 7,702.5 6,535, 1 N/A 
External Debt (D/ 7 1,360.8 N/A N/A 
External Debt Service Ratio D/ (3) 2.7% N/A N/A 
Central Bank Discount Rate (8/74) C/ 5.02 6.02 7.0% 
Indices (as of end of period): 
Cost of Living (1968=109)(6/74) B/ 131.7 150.4 +14,2 161.2 
wholesale Prices (1965=100)(5/74) 8/ 235.6 274.4 +16.5 303.8 


BALANCE OF PAYMENTS AND TRADE 
~ Official Reserves (5/74) 87 5,005.5 6, 767.5 +35.2(4) 6,213.6 
B0? Surplus/Defic it (12/74) E/ +1,502.0 +1,325,2 -11.7 -1,300.0(est) 
Balance of Trade Deficit (6/74) F/ -2, 983.5 4,463.7 +49,5 4,094.4 
Exports, FOB (6/74) F/ 2 3,689.5 5, 128.6 +39.0 3,308.0 
Exports to U.S. (6/74) F/ 601.5 710.0 +18.0 378.4 
U.S. Share (6/74) F/ 16,32 13.8% - 11,42 
FEC Share (5/74) F/ 45.2% 47,87 “ 49,47 
Imports, CIF (6/74) F/ 6,607.0 9,533.4 44,3 7,402.0 
Imports from U.S. (6/74) F/ 1,042.0 1,535.0 +47,3 1,295.3 
U.S. Share (6/74) F/ ~ 15.8% 16,12 ‘ 17,52 
42 3% 42 97 - 37.5% 
Organic chemicals $78,3; Iron and steel scrap $05.3; Coal and solid fuel $61.1; Earth moving equipment $37.5; Tobacco $33.5, 
Principal Exports to US - 1973 (Millions of Dollars): Footwear $185.8; Canned vegetables (mainly olives) $75; Petroleum 


NOTES: (1) Calculations based on following peseta to dollar exchange rate conversions: Column A, 64,47 to 1; Column B, 
58.02 to 1; Column D, 58 to 1, 
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(2) The percent changes corresponding to these variables are based on the original data in pesetas. 
(3) As percent of exports of products and services. 
(4) As expressed in dollar terms. 

SOURCES: A/ "Spanish National Accounts" 1972, Instituto Nacional de Estadfstica (I.N.E.); B/ "Indicadores de 
Coyuntura," I.N.E., June 1974; C/ "Monthly Bulletin," Bank of Spain, July 1974; D/ "Informac i6n 
Estadfética 1972," Ministry of Finance; E/ "Bank of Spain Annual Report," 1972; F/ "Foreign Trade 
Statistics" from the Ministry of Finance, December 1973, 


Summary 


Earlier forecasts of the economic difficulties in store for 
Spain in 1974 as a result of higher petroleum prices have, 
for the most part, proven excessively pessimistic, but with 
the approach of the final quarter of the year it is still 
apparent that some very difficult problems, occasioned 
largely by growing inflationary pressures, must be dealt 
with. Spain will enter 1975 under even more uncertainty 
than it began the present year and from a position of less 
economic strength. 


The economic performance for 1974 will be inferior to that 
of the preceding year, but should still be reasonably satis- 
factory. Real growth on the order of 4 to 5 percent and 

per capita income in excess of US$2,000 at current prices 
seem probable for the whole of 1974. Consumer demand 
remains strong but industrial production is off some. The 
increase in the cost of living, which in 1973 topped 14 
percent, can be expected to hit 18 percent or even higher 

in 1974, and the short to medium term prospect is for more 
of the same. This is a factor of considerable concern. 


Faced with the choice of maintaining an acceptable rate of 
growth and a minimum of unemployment, or applying the 
brakes to control price levels, the Spanish Government has 
opted for the former at the cost of some further inflation. 
But while economic policy has not entirely ignored the pre- 
vailing inflationary situation (the Central Bank rediscount 
rate was raised in August to 7 percent from 6 percent), the 
rate of inflation continues to increase to significantly 
higher levels. Foreign exchange reserves remain high for 
the present, but they declined about 8 percent in the first 
five months of 1974 and will no doubt come under increased 
pressure over the next twelve months if anything like the 
present rate of increase in imports continues. Tourist 
arrivals have dropped for the first time in memory although 
foreign exchange earnings from tourism increased slightly, 
and the picture with regard to remittances from Spanish 
workers abroad is cloudy. 
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The Spanish market for American exports has increased 
dramatically in recent years. Forecasts indicate US sales 
of something over $2 billion in 1974, a 100 percent increase 
since 1972. Continued industrial expansion in such areas 

as automobile manufacturing and its supplying industries, 
petroleum refining and iron and steel production offer 
excellent opportunities for expanded US investment and 
increased US sales to Spain. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Continued Growth vs. Increased Inflation 


As an increasingly modern and rapidly growing economy, 
heavily dependent on imports of petroleum to feed a growing 
demand, Spain was understandably expected to suffer rather 
severe consequences in 1974 from reduced oil supplies and 
sharply higher oil prices. In fact, 1974 will prove to be 

a generally satisfactory year for the Spanish economy, 
disappointing in terms of 1972 and 1973, but better than 
forecast and considerably better than what a large number 

of industrialized countries are anticipating. The big 
question mark at this point is not so much what is happening 
in 1974 as what can be hoped for in 1975, and more than any- 
thing else the key to that lies in how increasing inflation- 
ary pressures develop. 


The problem of inflation is by no means unique to Spain 
these days, but that hardly makes the present inflationary 
level - now pushing 20 percent - much more palatable. The 
cost of living soared over 14 percent in 1973, and for 1974 
it should hit 18 percent at least. With the Government 
still more concerned that real growth should continue, and 
recognizing that this can only be at the expense of added 
inflation, it is conceivable that in 1975 inflation could 
approach levels well in excess of 20 percent. Certainly, 
increased wage pressures will head things in that direction 
as will higher prices for Spain's burgeoning level of 
imports. 


Other aspects of the Spanish economy should not be under- 
played, but everything must, for the present, take a back 
seat to what happens to price levels. Although Spain entered 
the present world-wide crisis in a stronger position than 
most countries - with a very high level of foreign reserves 
for the size of the economy - imports have suddenly taken off 
at a time when the increase in foreign revenues from tourism 
has slowed and the number of tourists has actually declined. 
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If imports continue to increase at their present level (for 
the first six months of 1974 they were 66 percent above the 
same period in 1973) and revenues from exports, tourism and 
Spaniards working abroad fail to improve very much, Spain 
will soon see an accelerated run-down of her foreign exchange 
reserves, necessitating increased foreign borrowing, and 
conceivably some alteration in the exchange rate of the 
peseta. 


The Outlook in Certain Key Sectors 


Spain remains heavily dependent on earnings from tourism and 
remittances from Spanish workers abroad, principally in 
France, Switzerland and Germany. Such earnings are quickly 
subject to economic changes beyond the control of Spanish 
authorities, and both areas are currently of genuine concern. 
Tourist arrivals declined 2.4 percent through May, and while 
foreign exchange earnings from tourism increased about 7 per- 
cent, this reflects only the higher cost of services in 
Spain. This coupled with inflation abroad and particularly 
higher petroleum costs could easily lead to increasingly 
difficult times for the Spanish tourist industry. At the 
same time, efforts to control inflation in countries employ- 
ing large numbers of Spaniards could well reduce employment 
opportunities and hence remittances of foreign exchange from 
these workers. Public pressure against permitting large 
numbers of foreign workers in countries like Switzerland 
could have a similar effect. For the first 5 months of 1974 
the number of Spanish workers emigrating was only 64 percent 
of the total for the same period in 1973. 


While consumer demand remains strong there has been a recent 
slackening of industrial activity and an increase in inven- 
tories following a strong first quarter. The drop-off is 
expected to continue at least for the remainder of 1974. 
Construction has slowed but is still considered reasonably 
satisfactory. Unemployment through May remained at even 
lower levels than during most of 1973, but can be expected 
to increase as tourism slows and job opportunities abroad 
decline. Wages have taken a sharp turn upward during the 
past 18 months and,in the absence of government controls, 
can be expected to continue in the same direction, as the 
cost-of-living moves upward at an accelerated rate. Wage 
guidelines intended to restrict increases to the annual rate 
of inflation were abandoned in August. 


The 1974 government budget calls for expenditures of $9.5 
billion, 16.3 percent above 1973. Bank liquidity has grown 





increasingly tight, no doubt in part because of the antici- 
pation of still further inflation, and many firms are 
clearly feeling a credit squeeze. 


Spain's total imports rose 66 percent in the first 6 months 
of 1974. At the same time, non-oil imports were up 29.5 
percent. Much of this, of course, simply reflects higher 
foreign prices rather than increased demand for imports. 

To date no apparent progress has been made on a trade agree- 
ment between Spain and the expanded European Economic 
Community. 


IMPLICATIONS FOR THE UNITED STATES 


US Exports to Spain Dramatically Higher 


Spanish trade statistics for the period January-June, 1974, 
showed imports from the US totaling $1,295 million compared 
with $850 million for the same period of 1973, a 52 percent 
increase. (In 1973 US exports to Spain rose 47 percent.) 

If this trend continues US exports to Spain during 1974 will 
reach $2 to $2.5 billion. Exports of US agricultural prod- 
ucts reached $396 million, 85 percent above January-June, 
1973. This most gratifying performance on the part of US 
exporters should not be a source of complacency, however, 
Since much of the increase represents higher prices only, 
and because the US share of the Spanish import market 
declined to 17.5 percent for the first semester of 1974 
compared with 19.0 percent for the first half of 1973. 

While the value of American exports to Spain has increased 
tremendously in the past 18 months, the recent decline in 
tourist travel to Spain from the United States is taking its 
toll of chartered air service between the two countries. 


Spanish exports to the US are growing, but at a much lower 
rate (7 percent for the first half of 1974) than US exports 
to Spain. The possible imposition by the US of a 3 percent 
surcharge (countervailing duty) on Spain's two principal 
exports to the States, footwear and olives, to compensate 
for Spanish export subsidies, could cut into Spanish sales. 


There are numerous opportunities for US products in the 
attractive Spanish market. The Spanish Government has opted 
to maintain full employment and continued growth in industrial 
production. High priority has been accorded the iron and 
steel industry with the objective of achieving 90 percent 
self-sufficiency by 1980; petroleum refining, in order to 
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increase the present capacity of 50 million metric tons per 
year to 86 million metric tons by 1980; the energy sector 
through the greater use of nuclear power and natural gas; 
minerals production through increasing output of iron ore, 
phosphates, lead, zinc and other minerals; shipbuilding 
(Spain is now number 4 in the world in orders received) ; 
agriculture and food processing; chemicals and tourism. 


The INI (Instituto Nacional de Industria), the autonomous 
government holding company having direct participation in 
some 58 enterprises which account for about 10 percent of 
Spain's gross industrial output, is also planning a major 
expansion of its activities. The Spanish Government con- 
tinues to welcome foreign investment and technology. 
Spanish industry, both national firms and foreign subsidi- 
aries and affiliates, is undertaking major expansion 
projects in order to compete with larger enterprises in 
other countries. They are also greatly interested in labor 
saving systems and equipment to offset the steadily 
increasing cost of labor in Spain. 


Key industrial targets of opportunity for US products in 
the Spanish market include metal working equipment, medical 
and health care equipment and instrumentation, equipment 
and components for the electronics industry, automotive 
diagnostic, test and service equipment, food processing and 
packaging equipment, electronic data processing hardware 
and software, and materials handling systems and equipment. 
US consumer goods would do well in Spain if US companies in 
this field would carefully research the Spanish market and 
then undertake a sustained effort to promote their goods. 
Direct investments and manufacturing licensing arrangements 
also present attractive opportunities in Spain. 


US companies interested in selling to Spain should contact 
the nearest Field Office of the US Department of Commerce. 
Economic and commercial reporting from the American Embassy 
in Madrid and the Consulate General in Barcelona are made 
available to US business through the US Departments of 

State and Commerce. The American Chamber of Commerce in 
Spain also is most willing to assist US marketing interests 
here. Their address is: American Chamber of Commerce in 
Spain, Office 9-A, Hotel Eurobuilding, Calle Padre Damian, 23, 
Madrid - 16, Spain. 








